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Introduction
Thank you for this opportunity to provide testimony to the ERISA Advisory Council on the topic of retirement
and racial and ethnic minority women. While an important issue, many individuals only begin to think
seriously or plan for retirement toward the end of their work life, when it is too late. On average, Black and
Latina women have virtually no wealth by the time they reach 50. While the median wealth for single white
women is $41,500, the median wealth for Black and Latina women hovers around $100. i At retirement, a lack
of financial assets and wealth directly translates to an over-reliance on Social Security as a form of income,
which is not enough to ensure economic security in retirement.
For racial and ethnic minority women, lack of retirement preparation can be attributed to lower wages earned
over a lifetime compared to other groups, occupational segmentation, and unequal access to wealth builders
such as pensions and employer-sponsored retirement plans.
This testimony provided by the Women of Color Policy Network at New York University’s Robert F. Wagner
Graduate School of Public Service aims to shed light on the barriers to secure retirement for racial and ethnic
minority women and suggest strategies to help women overcome these barriers. Founded in 2000, the
Women of Color Policy Network is the country’s only research and policy institute focused on women of color,
their families and communities at a nationally ranked top ten public policy school. The Network conducts
original research and collects critical data used to inform public policy outcomes at the local, state and
national levels.
The Wage Gap and Lifetime Earnings
The ability of women of color to retire securely, build wealth and accrue financial assets is impeded by lower
lifetime earnings compared to other groups. Black and Latina women earn just 61 cents and 52 cents,
respectively, for every dollar paid to white men. ii Black and Latina women also report lower weekly earnings
than all other groups. iii This discrepancy in weekly wages (as much as a $345 difference between Latina
women and white men) grows exponentially over time and results in vast income inequalities that persist
across race and gender.
Figure 1
Wage Disparities in Weekly Earnings
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Addressing wage disparities is essential to closing the gap in retirement preparedness for women of color.
Without equitable pay and higher wages over time, women of color will be unable to take full advantage of
pension plans, employer matching contributions and other asset-building mechanisms that fluctuate largely
with income levels.
In instances where an employer matches an individual’s contribution to a retirement plan dollar for dollar,
with lower pay, there will still be an enormous gap in funds accrued by racial and ethnic minority women
compared to other groups at the end of their work life.
For example, a Latina women earning $26,000 annually will only receive $1,300 each year through a 5
percent employer contribution retirement plan compared to a similarly positioned white man earning
$50,000 who will receive nearly twice as much ($2,500 each year) through the same plan. After ten years, the
woman will have accumulated $13,000 in retirement income whereas the man will have acquired $25,000.
After thirty years, the gap will grow so wide as to become insurmountable.
The table below estimates the disparities in retirement income accrued through a 5 percent employer
contribution program over a period of 40 years in the labor force based on income estimations that reflect
pay disparities between white men and women of color. 1
Figure 2
Impact of Wage Disparities on Retirement Income
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Table 1
Years of Employment
1
10
20
30
40

Retirement Income Accrued for
an Annual Salary of $50,000
$2,500
$25,000
$50,000
$75,000
$100,000

Retirement Income Accrued for
an Annual Salary of $30,500
$1,525
$15,250
$30,500
$45,750
$61,000

Retirement Income Accrued for
an Annual Salary of $26,000
$1,300
$13,000
$26,000
$39,000
$52,000
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These calculations do not account for compounded interest, dividends, inflation, or any increase in salary over time. They also do not
include supplemental employee contributions or employer-matched dollars that might typically be added to the employer’s nonmatching contribution of five percent of the employee’s base salary.
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Connectedly, lower weekly and monthly wages also increase the likelihood that a greater portion of an
individual’s income will go toward housing, food and other living expenses, leaving little money to save or
contribute to a retirement fund. For example, the median household income for Black and Hispanic single
mothers in 2008 was $25,011 and $23,866, respectively. iv However, the average annual cost of full-time
child care for an infant ranged from $4,560 in Mississippi to $15,895 in the state of Massachusetts. v In
Massachusetts, child care costs thus accounted for over half of income spending for Black (63.6 percent) and
Hispanic (66.6 percent) single mothers. Similarly, the median cost of rent payments in Massachusetts
equated to $11,844 annually in 2009 ($987/month), representing nearly half of the median household
income for Black and Latina single mothers. vi
Taken together, the costs of housing and childcare exceed the median household income for Black and
Hispanic women and illustrate why many low-income women of color are unable to save or invest even a
portion of their income toward a secure retirement.
The Impact of Labor Segmentation on Retirement Security for Women of Color
Historically, racial and ethnic minorities have been on the margins of the U.S. economy and labor markets.
Black and Latino workers overall are more likely to hold jobs that are temporary in nature, offer fewer
benefits, pay lower wages, and provide fewer opportunities for advancement. Opportunities for women of
color to attain higher earnings and accumulate wealth that can be accessed in retirement have been mired by
historic patterns of discrimination and labor segmentation that relegate many women of color to low-wage
occupations.
Black and Latina women are nearly twice as likely as white women to be employed in the service industry. vii
Women of color are also underrepresented in management-level or professional positions and face
significant barriers in transitioning from low-wage jobs to professional occupations due to low educational
levels, lack of training, and unclear pathways to career advancement.

Figure 3
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As a result of occupational and labor segmentation, many women of color hold low-wage, expendable
positions. As the labor market shifts towards high-skilled labor, women of color are among the first to lose
their jobs.
The Impact of Unemployment on Secure Retirement Among Women of Color
Women of color have higher unemployment rates than both white men and women. In 2009, 11.2 percent of
Latino women and 10.2 percent of Black women were unemployed compared to just 6.8 percent of white
women. viii Additionally, women of color are more likely to endure longer periods between jobs, which further
limits their prospects of attaining high-wage occupations with comprehensive retirement benefits. Black
women, for example, were unemployed for an average of 28.4 weeks in 2009, whereas white women were
unemployed for a shorter average of 23 weeks. ix With higher unemployment rates and longer periods of
unemployment, many women of color miss critical opportunities to generate income, savings and assets that
enhance their ability to retire securely.
Labor segmentation, combined with the greater likelihood of women to hold part-time jobs or move in and
out of the workforce and the cumulative effects of discrimination and disadvantage related to hiring practices
and labor market participation, hinders the economic security of women of color in retirement.
Assets and Wealth Builders
The ability to build assets and wealth over time is essential to a secure retirement. Current statistics show
that nearly half of all single Black and Latina women have zero or negative wealth. During their prime working
years (ages 36-49), white women have a median wealth of $42,600 compared to just $5 for women of color. x
Overall, families of color own only 16 cents of wealth for every dollar of wealth accrued by white families. xi
Figure 4
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Wealth is an integral indicator of retirement readiness because it reflects the difference between assets and
liabilities that women of color will access in their retirement years. Only a quarter of Black (25 percent) and
Hispanic (23 percent) women receive retirement income from assets, compared to over half of white women
(60 percent). Black and Hispanic single women are also less likely than white single women to own assets in
the form of businesses, stock, homes, and cash accounts. In general, the median value of the assets owned
by women of color is lower than all other groups.
Table 2

In the absence of personal assets and wealth, Social Security is the primary source of retirement income for
more than 25% of Black women. xii However, it is an insufficient safety net for women of color as lower lifetime
earnings and extended time out of the workforce lead to reduced Social Security payments in retirement.
Structural and Institutional Barriers to Asset Accumulation Among Racial and Ethnic Minority
Women
Systemic and institutional obstacles also prevent women of color from fully utilizing mechanisms that
encourage, protect, and accelerate the accrual of wealth and assets. These “wealth escalators” include
employee benefits, tax code provisions, and the rules and regulations of government benefits. Fringe
benefits, for example, enable employees to build wealth directly through stock options, 401k investments,
and matching employer contributions and indirectly through health insurance coverage and paid leave
policies. Pensions and retirement plans built into compensation packages are powerful sources of retirement
security and future income. However, labor segmentation reduces the likelihood that women of color will gain
access to jobs that provide these wealth building mechanisms.
The current U.S. tax code offers lower rates of taxation on certain forms of income (e.g., capital gains), tax
deferrals for employer sponsored retirement contributions, and tax deductions for mortgage interest.
However, these tax advantages only benefit those who are well-positioned to take advantage of them: those
who invest, contribute to employer sponsored retirement accounts, or are homeowners. As previously
indicated, women of color are less likely than all other groups to meet these criteria and are thus excluded
from the benefits of wealth-building tax code provisions. Additionally, the structure of many government
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benefits perpetuate the unequal distribution of wealth between women of color and other groups by
enforcing spend-down policies that deplete asset wealth before providing crucial assistance necessitated by
economic emergencies. In the absence of wealth, women of color are vulnerable to changes in the economic
climate that might deplete their assets well before retirement.
Policies and practices that historically prevented racial minorities from owning and building wealth continue
to have lasting effects on the retirement preparedness of women of color. In the absence of assets in the form
of intergenerational wealth being passed on as inheritance, the economic security of communities of color is
almost exclusively determined by the resources and savings accumulated over a single lifetime. The
cumulative disadvantages of diminished earning power and the rising cost of living limit an individual’s
capacity to save for a secure retirement, rendering many women of color unable to employ the most basic
financial strategy: leveraging the power of compound interest over time to accumulate wealth.
Recommendations
Addressing disparities in retirement readiness for women of color will require multifaceted strategies and
targeted interventions at the local, state and federal levels. Efforts to ensure the economic security of women
of color in retirement have to start at the beginning of her work life and must address the structural and
institutional barriers that impede access to wealth building mechanisms. Specifically, our recommendations
include:
1. Create and enforce policies and legislation to counter racial and gender discrimination in
the labor market. In addition to existing antidiscrimination laws, there should be increased
support and incentives at the federal and state levels to promote diversity and the advancement of
racial and ethnic minority women in the workforce.
2. Support legislation that aims to decrease the wage gap, such as the Paycheck Fairness Act.
Gender- and race-based pay discrimination continue to adversely impact the earning potential and
subsequent retirement security of women of color in the United States. Legislation that promotes
equitable wages is essential to reducing income disparities between women of color and other
groups.
3. Support early links to the labor market and educational opportunities for women of
color. Programs targeting youth and young adults should focus on long-term outcomes and career
opportunities. Training and education programs should work to improve literacy and math skills;
prepare participants for higher education; or provide training for vocations with potential for higher
pay and advancement.
4. Increase support and funding for workforce development programs that connect women of
color to occupations with opportunities for career advancement, greater wages, and
comprehensive benefits. Rather than merely focusing on short-term job placement, workforce
development programs should focus on job quality and employment stability.
5. Offer incentives to recruit and retain women of color as employees. In addition to enforcing
antidiscrimination laws that counter racial and gender discrimination, federal and state level policies
should be leveraged to influence employer hiring decisions and increase the accessibility of quality
jobs.
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6. Support small businesses ownership by women of color. In recent years, both minority-owned
and women-owned businesses have grown, but women of color have been left behind. Expanding
access to business ownership will help more women of color generate income, build assets and
sufficiently prepare for retirement.
7. Provide culturally-competent financial literacy programs. Comprehensive education about
wealth, financial planning, and retirement are often unavailable in communities of color.
Conventional wisdom in the world of finance fails to recognize the complexities of the lives of women
of color, including their sources of income and financial responsibilities to extended family members
and their communities at large. To address this disconnect, accessible and culturally-sensitive
financial literacy programs are needed to help women of color educate themselves and implement
financial best practices.
8. Collect data by race and gender and conduct continued research. Data on wealth, income,
assets, debt, and occupational trends must continue to be collected, analyzed, and disaggregated by
race and gender to track the progress, or lack thereof, towards retirement readiness and quality job
attainment among women of color.
Conclusion
Women of color face unique challenges and barriers to a secure retirement. These barriers include lower
wages earned over a lifetime, occupational segmentation and unequal access to wealth builders such as
pensions and employer sponsored retirement plans. Both long-term and short-term policy oriented and
programatic strategies will be needed to address the systemic and structural barriers to retirement readiness
among women of color.
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